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—and, in addition to ^ that gradual realization, they have seen our
country and Great Britain drawing together more and more closely
in undertakings for their mutual defence, as, for example, in the
acquisition of naval bases by the United States in the British terri-
tories in the Atlantic Ocean, as well as in our assistance to the
British Navy by transferring to it fifty destroyers. Reports are reach-
ing them of American haste to construct a two-ocean Navy ; of a
possible strengthening of American Pacific naval bases; and even of
our ultimate use of Singapore.
These reports and developments are producing on Japanese
consciousness the effect that might be expected. Their tendency,
on the one hand, is to accentuate the possible danger which confronts
Japan from ultimate positive action by the combined strength of
Great Britain and the United States, or by the United States acting
alone. The peril of joint Anglo-American defensive measures has
been understood in Japan for a long time, as is witnessed by Japan's
efforts to refrain from antagonizing the United States and Great
Britain at the same time. They furnish, on the other hand, telling
reasons for those groups in Japan which desire to obtain political
and economic security by acquiring sources of raw materials and
markets entirely under Japanese domination. The Japanese are
commencing to wonder whether, even were Germany victorious, a
new risk to their programme of expansion both in China and in the
South Seas would not thereby be created. In the meantime, the
attitude and policy which the Soviet Union may adopt in the future
remain an unknown factor in their deliberations.
The various factors outlined abov$ are beginning to make the
Japanese hesitate. Especially in the Dutch East Indies, diplomatic
negotiations under pressure will continue. However, a modicum of
caution is indicated by the fact that, even for a time, Tokyo was
able to prevent the military from executing their plans for a pre-
cipitate invasion of Indo-China, which, I feel certain, was in part,
at least, due to our attitude. It appears probable that what is
described by Mr. Steele as Japan's policy of nibbling is apt to be
continued until the situation throughout the world, and more
especially the position of the United States, have received clarification.
The opinion has been expressed that were sanctions to be imposed
by us, they would have the effect of setting relations between Japan
and the United States on a downward trend. Our recently initiated
programme of national defence, it is true, at present justifies steps
not necessarily coming within the purview of out-and-out sanctions.
We must keep in mind, however, the likelihood that export embargoes
of a drastic nature on products so important as petroleum—which are
known to be possessed in abundance by the United States—would
be viewed by the Government and people of Japan as imperfectly
disguised sanctions, which might, and probably would, cause some
sort of retaliatory steps. The hazards seen by Mr. Steele as greatly
over-emphasized in the United States will be controlled less by the

